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_ Six new credit unions have been organized daily during unions operate with the rule one vote for each member, no: 
about | recent months in North America. This is a study of devel- matter how many shares are held. [In one state this rule 
rice to | opments in the credit union movement, with particular does not apply in the election of directors.] The accounts 
emphasis on the organization of credit unions within local are examined annually by the supervising government 
a churches and on activities of church groups with respect to agency, and the organization makes annual reports to the 
this form of cooperative economic organization. It is a re- responsible governmental agencies. Every member must 
vision of the material that appeared in a monograph, “The subscribe to at least one “share,” or unit. Funds deposited 
venue, | Church and Credit Unions,” published in INFORMATION by members may be withdrawn as from a bank. Loans 
SERVICE, December 13, 1941. made to members are repaid by means of systematic pay~ 
(CFR) About 1,244 credit unions have been organized among ments weekly or at other intervals. 
-ategic | members of local churches in the U. S. and Canada. Of Credit unions may be small or large. Credit unions cus- 
iversi- | these, 963 are in Roman Catholic parishes, 250 within tomarily meet the short-term credit needs of people with 
school | Protestant churches, 28 in Jewish congregations, and 3 in moderate or low incomes, persons whom banks and other 
\. this | Buddhist groups. About 22,000 credit unions are now legal lending agencies often do not serve. There appears at 
c, and | functioning in the United States and Canada. present to be no substantial opposition by commercial bank- 
ts and The first credit union in the United States was formed ing to the credit union movement, possibly because there 
ountry | in the Roman Catholic parish of Ste. Marie in Manchester, is a sort of division of labor between the two types of in- 
‘elated | N. H., in 1909. The first state credit union law, or enabling stitution, possibly also because credit unions themselves 
ments, | act, for the organization and supervision of credit unions, maintain accounts in banks. 
n for. | Was that of Massachusetts in 1909. The Russell Sage A credit union operates through a board of directors, a 
Foundation, for example, was influental, among various credit committee and a supervisory committee, chosen by 
vitality | agencies in stimulating early efforts in New York, where and from the members in elections. Although not required 
0, and | @ State law was passed in 1913. by law, a constant increasing number of credit unions have 
dents: In the year 1921 there were only 379 credit unions in the educational committees, which are appointed by the direc- 
1 some | United States and Canada. Almost half of the credit tors, or elected by the members. The directors choose the 
ams to | Unions in the U.S.A. operate under federal charter. The officers from their own number. They select a bank of 
fic re. | Federal Credit Union Act was passed by Congress in 1934. deposit. The treasurer is bonded. The credit committee 
rs ex. | Phe Bureau of Federal Credit Unions in the Department passes upon all loans made. The supervisory committee 
y. of Health, Education, and Welfare charters and audits the checks the books of the association every three months. 
federal credit unions. Most credit unions serve people Every credit union starts in a small way, and members 
» New living in cities, but the number of rural organizations has and officers may thus learn by doing. Generally speaking, 
been increasing steadily. About 10,000,000 persons were seven to twenty citizens may petition for a charter by pay- 
members of credit unions in 1955. Credit unions had assets ing a small fee to state or federal authorities. When the 
»wship | of $3,400,000,000 in 1955. petition is granted, the originating group elects officers, 
y dur- 7 who must be chosen from the interested group, but not 
2 been What Is a Credit Union? necessarily from the petitioners. State and federal laws 
to the A credit union is a group of persons associated together are administered with considerable uniformity. 
Chris- | for the purpose of building up a fund with their own sav- : } 
many | ings neh of making pe te loans from this fund, at The Parish or Congregations! Credit Union 
ational | reasonable interest rates, to members of the group. State We have already noted that the first credit union in the 
United | and federal laws require that an organization be limited to United States served the Ste. Marie parish of Manchester, 
»f vital | a specific group of people who have common interests and N. H. It was organized by Alphonse Desjardins, the 
‘roups, | already associate with one another. It may be organized Quebec journalist who was greatly moved by the Encyc- 
among the employes of one business firm, or among the lical of Pope Leo XIII on Rerum Novaritm in 1891. Des- 
>» Chi- | Members of a church, a professional organization, a lodge, jardins learned about an early experiment in a Roman 
‘ a college faculty, or a rural community. Catholic parish in Rustico on Prince Edward Island in 
As in other kinds of cooperative associations, credit 1864, which was apparently, if not in name, the first credit 
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union on the continent of North America. Desjardins 
formed the first Quebec credit union at Levis in 1900. 
When he died in 1920, he had helped to form 180 caisses 
populaires, or people’s banks, in Quebec, where in 1955 
over 1,000 such organizations were reported. 

A credit union within a local church is simply one whose 
membership is limited to the members of the congregation 
or parish. Both government officials and churchmen say 
there is something distinctive about “the tie that binds” in 
a church credit union. 

Neither the leaders of the cooperative movement, nor 
interested churchmen, recommend that cooperatives gen- 
erally be organized within the membership of one religious 
body. But a credit union is the one type of cooperative 
organization that may appropriately be organized on de- 
nominational or parish lines. This is the case because of 
the nature of the state and federal laws, which limit organ- 
ization to a relatively homogeneous group. Again, credit 
unions are relatively simple to organize, compared with 
retail stores or insurance companies, etc., and some church- 
men interested in cooperatives advise an interested group 
to “organize a credit union first.” 


Historical Notes 


Edward A. Filene, noted Boston merchant and philan- 
thropist, “majored” from 1921 until his death in 1937 on 
the extension of credit unions in the United States. Curi- 
ously enough, Mr. Filene seems first to have been im- 
pressed with the credit unions in India. He threw his in- 
fluence behind the movement which resulted in the first 
credit union law in Massachusetts in 1909. Mr. Filene, 
who financed the work, and Roy F. Bergengren organized 
the Credit Union National Extension Bureau in 1921, with 
headquarters in Boston. This agency encouraged enabling 
legislation and organized credit unions until 1934, when 
the credit unions themselves formed the Credit Union Na- 
tional Association to take over the work of the Bureau. 
In 1935, CUNA moved to Madison, Wisconsin. In 1945, 
Thomas W. Doig became managing director, on the retire- 
ment of Mr. Bergengren. Both Mr. Bergengren and Mr. 
Doig died in 1955. The present managing director is H. 
B. Yates. At present there are member leagues in 45 states, 
Hawaii, the District of Columbia, Puerto Rico, and all 
provinces of Canada except Newfoundland, Jamaica, and 
British Honduras. Credit unions in Alaska, British Gui- 
ana, the Canal Zone, and several British colonies, are also 
affiliated. About 415 district organizations, or chapters, 
meet monthly for educational purposes. CUNA and its 
member leagues provide information and assistance, free 
of charge, to groups around the world interested in learn- 
ing about credit unions. 

Five presidents of the United States have been identified 
with the extension of credit unions. Calvin Coolidge was 
in the Legislature of Massachusetts in 1909, and was a 
member of the Committee on Banks which approved a 
credit union bill. William Howard Taft when President 
sent a letter to all the governors of the states urging legis- 
lation similar to that of Massachusetts. Herbert Hoover 
signed the bill authorizing the organization of credit unions 
in the District of Columbia in 1932. Franklin D. Roose- 
velt, when a state senator, introduced a credit union bill in 
the New York Legislature, and as President signed the 
federal credit union bill in 1934. In 1950, President Tru- 
man laid the cornerstone of Filene House, the international 
headquarters of the credit union movement. 

The entire development may be traced to beginnings in 
Germany, where Frederick William Raiffeisen, when 
Mayor of Flammersfeld, organized a cooperative credit 


society in 1848, and later at Heddesdorf, the type of or- 
ganization now known as a credit union. Raiffeisen was a 
public servant of high ideals, who became a practical ideal- 
ist through the organization of numerous cooperative 
credit associations. Myron T. Herrick, once ambassador 
of the United States to France, referred to Raiffeisen’s 
“deep religious nature,” and reported that Catholic priests 
and Protestant ministers often remarked about the great 
influence he had, particularly in the rural communities of 
his land. 


Interest on Savings and on Loans 


After the first year of operation credit unions usually 
pay a dividend to their members. The rates vary from 2 
per cent to 6 per cent. The average dividend is reported 
to be around 3 per cent. Credit unions generally charge 
interest on loans at the rate of 1 per cent a month; none 
charge more. 

The main function of the credit union is to help its 
members obtain from their pooled savings low-cost loans, 
“Small loans” are customary, and this is in striking con- 
trast to the practice of many commercial banks. In actual 
credit union practice, the family needing $20 is as impor- 
tant as the one intending to borrow $1,000. Each applicant 
must explain the purpose of the loan, and plans for repay- 
ing it. The credit committee, ordinarily consisting of fel- 
low workers or neighbors, knows the applicant, and helps 
to guard against unwise borrowing. Loans are made for 
“productive and provident purposes,” such as the consoli- 
dation of old bills, payment for medical care, funerals, 
education, taxes, home repairs, furniture, etc. A credit 
union is thus a cooperative thrift organization. 

In contrast to the practices of credit unions, legal inter- 
est rates of industrial banks and licensed small loan com- 
panies are reported to vary from one to three and a half 
per cent on the unpaid balance, a month. The smaller the 
loan the higher the rate is a frequent practice. High rates 
of interest on small loans are sometimes defended as nec- 
essary because of the costs and overhead of the private 
finance companies. So-called service charges often make 
the cost of a loan far greater than the legal interest rate. 

About 12,296 credit unions provide a service to their 
members by insuring their borrowers against death and 
permanent disability to the amount of the unpaid balance 
of their loans. The credit unions carry this insurance with 
their own company, CUNA Mutual Insurance Society, 
organized in 1935. This insurance society has coverage in 
force of $2,500,000,000. 


Organization Activities of Church Groups 


Many instances of the participation of church people in 
the credit union movement may be cited. For example, J. 
D. Nelson MacDonald, a minister of the United Church 
of Canada, is one of the movement’s international leaders, 
now serving as secretary of CUNA Mutual Insurance 
Society. 

Certain local activities of congregations, organizations 
within congregations, informal groups and ministers, are 
described below : 


First Christian Church, Frankfort, Ind. 


In this Disciples Church, one of the first federal credit 
unions within Protestant churches was organized in 1935, 
with the encouragement of Allen R. Huber, the minister. 
(Mr. Huber later went to the Philippines where he had 
notable success in organizing credit unions.) In the early 
days there were 19 members. Recently there have been 
120. A study of the situation in the church before estab- 
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lishment of the credit union showed that many members 
were borrowing money on short-term loans at annual rates 
of 25 to 42 per cent. During 1955 this credit union made 26 
loans. On December 31, 1955, its total assets were $14,333. 

Rev. John A, Farr, a former minister of this church, 
once commented: “We are strong for the credit union in 
the church. It trains people in conducting their own busi- 
ness. It develops solidarity on a high level. The work 
goes on quietly. The credit union also develops talent 
within the church, and develops personality.” 


Third United Brethren, Decatur, Ill. 


“You join in order to share,” was one of the slogans put 
forward by the officers of this credit union to increase its 
membership in the early years following organization in 
1935. The membership increased from 50 in 1935 to 110 
in 1946, and 148 in 1955. There are about 300 members 
in the local church. On December 31, 1955, there were 
total assets of $52,913, with total loans outstanding of 
$50,577.63. The number of loans made in 1955 was 29. 

The Brotherhood of this local church started the credit 
union. The officers of the church are convinced that the 
members of the credit union have been able to help one 
another through the credit union, and also that the local 
church has benefited indirectly financially because the 
members have earned generous dividends on their savings 
and have saved money in interest on money borrowed 
when this was compared with other short-term loan facili- 
ties available. 

A former officer of this credit union has remarked: “I 
do not know of a better way whereby we may bear one 
another’s burdens. We believe the credit union . . . to be 
... a part of Christian stewardship, and we are strong 
believers in the motto, ‘Not for profit, not for charity, but 
for service.’ ” 


Congregational Church, McKeesport, Pa. 


In 1937, the Men’s Bible Class of this church called a 
meeting for its members with field workers of the govern- 
ment agency that is now named the Bureau of Federal 
Credit Unions. At this session five persons became full 
members ; fifteen other persons paid an entrance fee. A 
petition for a charter was duly signed. By 1946, the mem- 
bership had increased to 204 persons, and by 1955 to 285. 
The total number of potential members is 575. In 1955, 
36 loans were made; total assets were $50,011 ; loans out- 
standing were $27,533.88. Since organization 657 loans 
were made. The latest annual dividend paid on share de- 
posits was at the rate of 3 per cent. 


Henderson Memorial Methodist Church, Detroit, Mich. 


A young layman’s plea for a practical demonstration 
of the ideals of love, service, brotherhood, and cooperation 
was the beginning of the credit union in this church. The 
layman, Salmon Myers, invited a group of members, in- 
cluding the minister, Rev. Howard Burden, to his home, 
in 1936, and after very brief pleasantries presented his 
concern. He wished to do something practical to express 
the Christian spirit. He said he believed that the Christian 
churches should be more practical than they had been. He 
then described the credit union movement and his belief 
in it. There were 13 persons present. The credit union 
began that night with 13 members and capital of $50. Total 
assets grew to $26,934 in 1946, and to $107,857 in 1955. 

The credit union has worked very quietly. It reports 
regularly to the church just as do other organizations with- 
in the church. Unusual features of this credit union in its 
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early years were a loan to the church to enable it to re- 
finance its parsonage; the payment of a dividend on a 
building fund deposited with the credit union; a contri- 
bution by the credit union to the church out of its annual 
earnings. During recent years the credit union has made 
loans with members’ pledges to the church as security and 
has financed the purchase of an organ, the completion of 
the building of the sanctuary, and the erection of an edu- 
cational plant for the church. 

L. Wayne Smith, the present minister of the church, 
has made the following comment: “The credit union is an 
integral part of our efforts to bring happy living to our 
people. A student in college may suddenly need financial 
help; someone may be out of work and need money; a 
sudden tragedy may require quick financial assistance. All 
of these needs and many more are met by the credit union. 
It gives its officers an opportunity to serve people in a 
practical and satisfying way. It gives the members a sense 
of security that avoids excessive worry. It enables the 
message of the church to have a down-to-earth appeal. . . . 
We like the credit union and commend this idea to all 
other churches.” 


Humanist Credit Union, Minneapolis, Minn. 


In 1932, the Humanist Credit Union was formed among 
the members and employes of the First Unitarian Society. 
By 1955 it had 370 members within a potential member- 
ship of 900. This credit union made 96 loans in 1955, and 
on December 31, 1955, it had total assets of $127,775, and 
loans outstanding of $123,751. John C. Kidneigh, presi- 
dent of this credit union, has furnished the following 
statement: “This credit union has been of very significant 
service to our church membership. Beside the usual bene- 
fits of a safe place to put our savings with the grand in- 
surance features, and the excellent borrowing service for 
the ‘run of the mill’ kind of loans for auto purchases, per- 
sonal ‘tide-over’ needs, etc., many loans made have been a 
major factor in meeting costs of unexpected illness, per- 
sonal tragedy, and other emergencies. On top of all this, 
the magnificent consultative service on financial matters 
provided by our treasurer has been a most welcome and 
useful service.” 


Abyssinian Baptist Church, New York 


Sixteen years ago a group of dedicated members of this 
church, who were interested in doing something for the 
general welfare of all the members of the church, spent 
nine weeks studying the history and operations of credit 
unions and cooperatives. When they had completed their 
study and discussions, they were convinced that a credit 
union should be organized among the members. In No- 
vember, 1940, the charter was granted, and soon the sum 
$2,000 was deposited. Recently there were 735 active 
members. Since organization, a total of over 1,460 people 
have been members. In 1955, 133 loans were made; total 
assets were $99,315, and loans outstanding were $38,241. 


Developments in Other Nations 


There are well over 4,000 credit unions in Canada, in- 
cluding about 350 in the Maritime Provinces, where some 
of the stimulus came from the Extension Department of 
St. Francis Xavier University, which has been at work for 
over 25 years. Almost one-fourth of the credit unions of 
Canada were reported from Quebec, where the movement 
started, as pointed out earlier in this monograph. From 
Newfoundland there is reported the organization of a 
credit union in Northern Labrador, named after Sir Wil- 
fred Grenfell, the noted medical missionary. 


+— 
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Many Protestant foreign missionaries are interested in 
promoting credit unions, but limitations of space prevent 
the presentation of details. For example, Allen R. Huber, 
mentioned earlier as the organizer of the credit union in 
the Frankfort, Ind., Christian Church, who later went as 
a missionary to the Philippines, organized the first church 
credit union there in 1938 among members of a Disciples 
Church. In October, 1941, Mr. Huber reported there were 
in the Philippines 23 parish or congregational credit 
unions, with 1,800 members, a total of 40,000 pesos as 
share capital. In addition, there were credit unions in 
Christian colleges. among government employes, and 
among members of cooperatives. Latest reports indicate 
that credit union activity is being extended in the Philip- 
pines. Mr. Huber spent some time there after World War 
II to help this revival. 

CUNA’s newly established World Extension Depart- 
ment reports notable credit union growth in Chile, Mexico, 
Jamaica, Dominica, British Honduras, and the Fiji Islands. 


What Record of Success and Failure? 


How many credit unions fail? This is a question fre- 
quently asked. The figures previously cited indicate im- 
pressive and rapid growth. The record indicates remark- 
able staying power through good years and bad, in this and 
other nations. There are those who think credit unions do 
their best work in time of depression, rather than in those 
of prosperous activity. The Bureau of Federal Credit 
Unions indicated that to December 31, 1954, 2,362 of the 
9,948 federal charters granted for credit unions had been 
cancelled. 


More than one-third of the cancellations, many of which 
occurred during World War II, were due to the difficulty 
of obtaining competent officers and committee chairmen ; 
others closed because they had too small a number of mem- 
bers ; and some industrial credit unions closed because of 
opposition or lack of cooperation from management ; liqui- 
dations were also accounted for by unemployment, or fear 
of unemployment, labor disputes, etc. For the most part, 
failures were evident fairly early—the average life of the 
closed credit unions was only a year and a half. More than 
75 per cent of the federal credit unions closing were able 
to pay back their shareholders in full. 


There are aspects of this general question of special in- 
terest to church officials, ministers, and laymen. Does it 
frequently happen that a person borrowing money cannot 
repay his loan? If a borrower cannot repay, and the credit 
union takes legal steps to recover its losses, does this pro- 
cess disrupt the fellowship? Might it appear that a local 
church were taking action against one of its members? 


There is a long and successful experience with parish 
credit unions, both on this continent and abroad. The pro- 
portion of defaulted loans is very small. A group of people 
who know one another are lending their own money to 
someone they know. One method of lending is to require 
as security a note with one or more endorsers or a co- 
signer. Those who co-sign or endorse are aware of their 
liabilities. Loans are repaid in small installments. Thus 
it is very seldom that a default disrupts the fellowship. 
Also, the parish credit union may be church-sponsored, or 
it may-be simply organized among the members of a 
church, but it is not actually an agency of the local church. 
No situation would arise in which a local church would be 
in a position of taking legal action against one of its own 
members. A situation might arise in which those of the 
members of a church who are also members of a credit 
union might have to take action against a defaulting mem- 


ber. The brotherhood principle has in actual practice 
usually operated so as to preserve fellowship, however. 

Why has the credit union idea spread so rapidly? There 
are probably many reasons, some of which have been re- 
ferred to. One of the important factors has been the en- 
couragement given by the managers of industry. Actually 
credit unions are constantly demonstrating that people are 
honest and want to meet their obligations. In most cases 
a delinquent loan merely means the man’s problem was in- 
completely solved in the first place—or that new circum- 
stances have arisen. In either case the credit union is 
able to be most helpful. 


Agencies Ready to Assist 


Agencies ready to assist church groups interested in 
credit unions and other kinds of cooperatives are: 

Credit Union Leagues, of which there are now 59 in 
the Western Hemisphere. The address of your state or 
province credit union league may be had by writing to: 
The Credit Union National Association, Filene House, 
Madison, Wisc., the national voluntary agency of the credit 
union movement. There is a regional field staff. 

The Bureau of Federal Credit Unions, Department of 
Health, Education, and Welfare, Washington, D. C. 
charters federal credit unions, maintains a staff of ex- 
aminers, and publishes operating manuals. 
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CUNA Supply Cooperative, Filene House, Madison 1, 
Wisc., as follows: 
Guide Book for Credit Union Treasurers. 
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Recent Church Action on Credit Unions 


“Credit unions are a practical example of Christian 
brotherhood in action,” the 17th General Council of the 
United Church of Canada declared in a resolution adopted 
oe the session at Windsor, Ont., September 12-20, 
1956. 

It was resolved to “recognize the importance of credit 
unions and commend their formation among ministers 
and members of the United Church of Canada.” Copies 
of the statement may be obtained from the Board of 
Evangelism and Social Service, United Church of Canada, 
299 Queen Street, W., Toronto 2B, Ont., Canada. 
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